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U DEC 21 1989

Employ=r Identification Humber: ]
Key district: [N

Dear Applicant:

We have considere.: your application for reccognition of
‘eyvenption from federal inceme tax as an corganization descriked in
gection “501(c) (9) of the Internal Revenue Code, o the reafons
stated below, we -conclude vhat you do net.cualify for tax
exemption under this sectlon., - Ycur protest rights:.are alscz
expiained below. :

_ You were formed pursuans to a*Prust Agréement .jatec [N
"—. Article I 'states:that you:weére estatlished to provide
ellgible ﬁmployem* With group . dentzl.Benefits and;that.dental »
‘Care ‘cohsists) of preventlve, dlagnos’:lp,,ba ic, majer ahd
orthodontic, services. as reguir.. At malntaln or .restore the
covered p "son dentﬂ healtn. ‘ ‘ Tl

‘ Members r‘.ave a free chold¢e . of dentists, Dentists are. et
collr ited. ncr cnntracbed «Tha trustes pays. for den al. services
on-a  fge for service baSLs;' e : : ) .

Artidle IV ‘tatcs t).an_ gnch. employer shall, pu“t‘uarkt ta the'
,plan, establish and direct.a -fundi ;yipolicy and wi th respect to
each .pian year, ghall contribute Lo the trust 'such amounts_ as are.’
e"t'mated to be .:LlfflClent to fund the benG-‘IZJ.ta _provided. '

‘In regponse “tod letter dated _ you .state’ that
the paymerits. fol; the self-funded benefits are based upon the AR
rates.charged the insurance carriers proving the benefits... . "~
Futire ‘rates will. bé based upon.‘the’ vést of paid berefits. for
each’ employer. not to exceed Ill% of contributions plus EM% . for i’
resexrves  and - for ‘administraticn expenses. .o AT fulls tlme
enp;oyees are eligibie to part1c1pdte in th trustc.



estubrlished as a self-funded entity unde
provide benefits at lower costs to “ne parti
would be aveoilable as a ﬁul-y insured plan. Gr
are solicited by independent agents and brokors.
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Your-trustee is aldo an employee and orficer of _

I N - - oo

corpocation organized under the laws of the State of T

7

to market dentail benefits 'to irdividuals and

groups. | »is the emoloyer plan
sponsor for tle purposeé of perfocming alt undervvltlnq,

narketing, issue and D;l L ing, functions  for the trust.

:The

qdopblng employer is the plan adminis trator £or- the purpose of
reporting- employee: e]1g1otlltv' terminatisns: and COBRA

continuations.. You state in a letter dated NG

that 'vou amended your trust -do umentto. replace the HDriginal

trustee by appointing additional ru:tnoe. Ho&evu*,

dogument does neot provide .for'a ninimum number of tLust
did you submx* a list of the names: ‘of ycu; ‘new trusteeu.

“Seccicn 501(c)(9) of the Code dcgb ripes a veluntary

¥C

cur trust
nor

erployees ' beneflulary asseociation “("VEBA™M) providing for the
payment of ‘life, si¢k, accident, or other beriefits to its meubers
or :their dependen s or desighated ba hefig¢iaries; znd:in. whic¢h no

pqrt of its nex earnlng inures (other than througn such

payments) to the.behefit. of any - private shareshdlder or

”!nd1v1dual
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Th ision with which we are :
i organizaticn be ) enniloyaes
te in the Incoms
e svorrides that
st whoge eligibliity
mi ~ive standards whis
lated common bond ameny the employ
empleyment-vralatea common bond teost i

consists cf enployees of a compnr anploysr
enployers), empioye covered under one
bargaining agreement Or enployees who
labor urion or members of one or nora |
international lab3r unioen. Additionall
provide that "employees of cne or mors
same line of busiuess in the samo g
considered to share an empbloyment-rol.
purpcses of an organizatien throughn wh
benefits.®

You assert that the same iline of busines: LEGUIraEG
in: this case because you ave governed by ERISA and Tour

~eontributing emplovers are in the same line
same geogriaphical locale.

_ The' "same 1ing .0f business in the sane gew
languacé was retained /in the final section 501 (<)

to ehsure that an employiment-related common bond

)
LEts anong
Hembers-of a VEBA. ' Tha enmployhent-relatad commen bond test thus
serves. to. prevent the use .of VEBAs by grouns ©of urrelated
employe=2s. merely teo .achieve insurance cost savings.

S I Nabtidnal Muffler Dealsrs Asgociation, Jfng.. v. Uaited
States; 440-0.S. A72 (1979), the Supreme Court interpreted thea
term "line of bus.iness™ to mean "either .n entire industrv . . .
ori;all components of an industry within a ‘eodgraphic area.” The
term "industry" was pre-icusly defined by t..e Court in United
States v. 'Continental Can C0., 378 U.S. 44.1, 444 n.2 (1959) .
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2% ho]mﬁlc. if uupoar that the only r
i from federal income

= iﬁerancc cOST
Y bond test was
Tn vou are in the came line of business,

N
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that zach employver thet contributes to
YRt wvhich in composed of &t 1onst 90%
that you have noco vielated the iimited membership

vou hava
the trust
onploveas
proiii tion.
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Accordingly, . we Mold that you do not gualif
froim fegeral income tay ab on organization do:
g are redgdired Yo rhld

AL (Y of the Codeo. Voo

iAo

thax returns on. Form 1041,

You havie a right to grotest this ﬂ
incorrect, To protest, you.should a statement of your
wviews,., with a full explesnation of your reasoning. This
statement wust Lo subpleted within 30-daye from the date of this
lettey, in duplicate, md must be signed by one of your principal
ctficers. When sending a protest or other worrespondence with
to this. case, you will expedite its receipt by placing.the . v
following symbols .on the envelopé: .
These’ svrbols do not refer to your case bit rather to it :
lozetion.
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If Wwe Qo not hear firom you within 2¢ Jdays

become final and copies of it will bhe fcerraed
Dirn“tor, Baltchre, Maryland; vhich is your key
exenpt oLganlga don mattars. Théereafter, .any «u

vour federal 1Hcome tax ,eturns or ‘the filing

)
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should be addressed to vour Fev District Director

ce: . NN

Attn: . EO.Group

Chief, ‘Exenpt Organizati
fRulings: Branch -1




